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SUBJECT: FIRST HALF GROWTH NEAR RECORD 
REF: SEOUL 5696 

1 . BANK OF KOREA RELEASED SEPTEMBER 27 FIRST HALF PRELIMINARY 
NATIONAL ACCOUNT DATA WHICH SHOW REAL GNP INCREASING BY 17.4 
PERCENT OVER CORRESPONDING PERIOD IN 1975, THE SECOND HIGHEST 
IN THE NATION'S HISTORY. BOTH BANK OF KOREA AND KOREA DEVELOP- 
MENT INSTITUTE NOW ESTIMATE REAL GROWTH FOR 1976 SHOULD APPROACH 
14 PERCENT. 

2. DURING FIRST HALF MANUFACTURING WAS UP BY 30.3 PERCENT 
WITH AGRICULTURE AND FISHERIES SECTOR ALSO DISPLAYING AN 
IMPRESSIVE 10.9 PERCENT GROWTH. RICE CROP IS PROJECTED TO 
REACH AN ALL TIME HIGH OF 5. 1 MILLION TONS FOR THE YEAR. 
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MAIN GROWTH SECTOR CONTINUES TO BE EXPORTS UP 63.2 PERCENT 
IN FIRST HALF, WITH L/C ARRIVALS AS OF SEPTEMBER 27 REPORTED 
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AT $5,650 MILLION. SOME KOREAN OFFICIALS NOW READILY CONCEDE 
THAT EXPORTS SHOULD SURPASS THE $7.5 BILLION MARK FOR 1976 
AND A FIGURE AS HIGH AS $8 BILLION HAS BEEN MENTIONED. 

3. ONE PROBLEM AREA WAS INVESTMENT WITH TOTAL FIXED ASSETS 
UP BY ONLY ONE PERCENT IN REAL TERMS. SECTOR WAS ESPECIALLY 
HIT BY A DECLINE IN HOUSING (DOWN 22.8 PERCENT). AS A RESULT 

OF A SHIFT IN GOVERNMENT FISCAL POLICIES. ALTHOUGH INDUSTRIAL 
CONSTRUCTION INCREASED 6.3 PERCENT, INVESTMENT IN PLANT AND 
EQUIPMENT FELL BY 2 PERCENT. HOWEVER, SECOND QUARTER SHOWED 
IMPROVEMENT IN MOST CATEGORIES EXCEPT HOUSING, AND INVESTMENT 
IS EXPECTED TO PICK UP IN SECOND HALF. 

4. COMMENT: 1976 NOW APPEARS TO BE APPROACHING BOOM PROPORTIONS 
FOR THE KOREAN ECONOMY AND EASILY THE BEST YEAR SINCE 1973 
WHEN ECONOMY GREW BY 16.5 PERCENT. AS A RESULT OF LARGE 
INVENTORY DISINVESTMENT IN FIRST HALF, OUTPUT SHOULD CONTINUE 
AT HIGH RATES AS DEMAND CONTINUES STRONG. SINCE JULY 1975 
ECONOMIC INDICATORS HAVE STEADILY MOVED OUT OF RECESSION STAGE 
WITH NO DOWNTURN IN SIGHT. WITH PRICES STILL RELATIVELY STABLE 
AND BALANCE OF PAYMENTS STRONG, ROK WILL CONCLUDE THE FINAL 
YEAR OF THE THIRD FIVE YEAR PLAN IN EXCELLENT SHAPE. IN THE 
LONGER RUN, HOWEVER, INFLATIONARY PRESSURES AS A RESULT OF AN 
EXPANDING MONEY SUPPLY AND POSSIBLE CAPACITY LIMITATIONS COULD 
EVENTUALLY SLOW THE BOOM. 
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